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PRICE FIXING IN THE UNITED STATES DURING 
THE WAR I 

IN discussing price fixing it is necessary to define the subject, 
since there are various methods of controlling prices, some 
of them far removed from the popular notion of what is in- 
volved in the operation. As used in this and a subsequent article, 
the term " price fixing " includes any regulation of price effected 
directly or indirectly by government agency. More specifically, 
the discussion will be confined to the control of prices in which 
some agency of the government having power to enforce its 
decision, determines, or sanctions the determination of, a price 
by some process other than that of free bargain between buyer 
and seller. This definition is intended to cover both price 
agreements made between buyer and seller with the sanction of 
a government agency and prices established by some branch of 
government for its own requirements. In the latter case the 
arrangement would commonly be in the nature of an ordinary 
contract between buyer and seller; but when the purchase is 
made with a threat to commandeer, and the price is named by 
the branch of government directly or indirectly concerned, that 
price may be said to be fixed. 

Such a definition gives a broad scope to the field of the in- 
quiry. It will be admitted by all who are conversant with the 
facts that the whole history of price fixing in the United States 
during the period of the war will never be known. The price- 
fixing agencies were in fact so numerous, and the arrangements 
made were so often informal, that an exhaustive treatment of 
the subject would be well-nigh impossible. Moreover, many 
prices were controlled indirectly, and when this control was to 
any degree intentional, the result may be properly termed a 
fixed price. Nevertheless, material is available for a study of 
a great part of the price-fixing activities of the government, 
and even where such is not the case, the writer's first-hand 
knowledge enables him to speak with some authority concerning 

methods and results. 
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In this article price fixing in the United States during the war 
will be discussed under three general heads: (1) scope and 
period; (2) agencies and their powers; (3) methods. The 
subject will be continued in a subsequent paper which will con- 
sider the purposes and results of the policy and undertake a 
critical appraisal of it. 

I . Scope and Period 

In what follows, attention will be confined chiefly to the for- 
mal price fixing which was carried on by such agencies of the 
government as the War Industries Board and the Food and Fuel 
Administrations. Prices were more or less formally fixed by 
various departments or branches of the United States Govern- 
ment for at least no important products, each of which re- 
quired a separate price-fixing operation. 1 This was exclusive of 



1 The following is a partial list 
government agency or sanction, 
which the prices were fixed, althou 

Coal, bituminous. 

Coal, semi-bituminous. 

Coal, anthracite. 

Coke. 

Copper, ingot, electrolytic 

Copper wire. 

Iron ore. 

Pig iron. 

Steel plates. 

Steel structural. 

Wheat. 

Ship timbers. 

Pine, yellow. 

Steel billets. 

Sugar. 

Sardines. 

Bar iron. 

Pipe, cast iron. 

Steel rails. 

Nickel. 

Tin plate. 

Wire, barbed, galvanized. 

Wire, plain, annealed. 

Ammonia. 

Douglas fir. 



of products for which prices were fixed by some 
They are arranged with some idea of the order in 
gh no pretense to accuracy in this regard is claimed. 

Ammonium sulphate. 

Alcohol, wood. 

Acetic acid. 

Nitrate of soda. 

Zinc, grade "A. " 

Zinc, sheets and plates. 

Binder twine. 

Castor beans. 

Castor oil. 

Aluminum. 

Molasses (imported.) 

Manila fibre. 

Retail lumber (eastern cities. ) 

Platinum. 

Hemlock. 

Pine, white. 

Spruce, eastern. 

Paper, newsprint. 

Manganese ore. 

Sashes and doors. 

Linters (munition.) 

Quebracho extract. 

Cement, Portland. 

Sulphur. 

Hides. 
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repetitions or renewals at later periods which often involved as 
much work and study as the original decisions. More than 
30 of the products, however, were duplications in the sense that 
they represented merely different grades of some of the other 
eighty or more commodities, e. g., the different grades of wheat 
and iron. 

Metals and metal products furnished the widest field for price 
fixing. The Price Section of the War Industries Board reports 
nineteen metals and metal products under the head of " con- 
trolled commodities." Several cases of price fixing in the 
metals group were not covered by this report, but, on the other 
hand, the figures of the War Industries Board include separate 
enumeration of the various grades of pig iron and steel products, 
and the additions and subtractions to be made seem to balance 
one another, leaving the number of metal price fixings approxi- 
mately as reported. The other groups of commodities which 
appeared most frequently in price fixing were cloths and cloth- 
ing, building materials, including lumber, foods, farm products, 
drugs and chemicals and fuels. Prices were fixed for all the 
chief basic materials of industry, except petroleum and raw 

Note — Continued: 

Rubber. Flour, wheat. 

Wool. Rice. 

Acetate of lime. Building tile. 

Quicksilver. Crushed stone. 

Iridium. Sand and gravel 

Hogs. Lead. 

Leather, harness. Charcoal. 

Prunes, California. Leather, sole. 

Raisins, California. Glycerine, (dynamite. ) 

Sulphuric acid. Cottonseed meal. 

Nitric acid. Cottonseed oil. 

Cotton linters. Wool grease. 

Cotton goods. Burlap. 

Cotton yarns. Tin, pig. 

Denims, Mass. Tree nails. 

Drillings, Mass. Locust. 

Ginghams, Amoskeag. Cotton compress rates. 

Print cloths. Birch logs. 

Sheetings, bleached. Brick, common. 

Sheetings, brown. Wallboard. 

Hemp. Food products (canned vegetables etc) 

Tickings, Amoskeag. 
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cotton, and also for a group of the more important manufac- 
tured products. 

In general, it may be said that prices were fixed for three 
chief classes of commodities: (i) basic raw materials and 
fuels, such as iron ore, copper, lumber, sulphuric acid and 
coal; (2) munitions of war, such as sulphuric acid, grade "A" 
zinc, platinum and cotton linters; (3) general consumption 
necessaries, such as coal, sugar, flour and raisins. The basic 
raw materials and fuel affect all classes of commodities, includ- 
ing munitions and direct consumption goods ; and the consump- 
tion necessaries are also essential to the maintenance of an 
army. Nevertheless, each of the three classes has its separate 
significance, and the classification throws light on the purposes 
of price fixing. The prices that were first formally fixed by 
the government fall chiefly in the basic raw materials group. A 
more shortsighted policy might have begun by regulating prices 
of articles required by the army and the navy and those which 
figure most conspicuously in public consumption. 

While in most cases it was the price of a unit of commodity 
that was fixed, in others it was the rate to be charged for a 
service. For example, in the latter part of 191 8, at the request 
of the Railroad Administration, the War Industries Board fixed 
the rate for cotton compressing. This rate has been virtually 
part of the railway rate, cotton often being compressed in 
transit. In such cases, the price is like a " rate," in that it is 
not based on specific cost, and is a charge made for a service 
rendered in necessary connection with the plant. Similarly the 
margins of cotton ginners and retail lumber yards were regu- 
lated, and in the latter case charges for milling and delivery 
were segregated. As is well known, the charges of various 
middlemen and dealers in food and coal were fixed. 

An examination of the list of commodities whose prices were 
fixed shows that articles which may be classed as exclusively 
luxuries, are not included. Some of those listed, as, for ex- 
ample, platinum, raisins, leather and alcohol, may be subject to 
luxurious consumption ; but in price fixing they were not re- 
garded as falling within the category of luxuries. 

It is of some interest, moreover, to note that in several in- 
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stances the commodity listed was either localized in production 
or centralized in control, notably in the cases of aluminum, 
nickel, anthracite coal and copper. In others, however, neither 
condition existed, as in the case of lumber, wheat, hollow build- 
ing tile and canned foods. 

The fraction of the total market for a given commodity 
affected by a price-fixing order varied widely, ranging from 
a relatively small part represented by purchases by a single de- 
partment of the government to practically the entire world 
market. In some cases, prices were fixed for the United States 
Government alone, e. g., nickel, quicksilver, sulphuric acid, 
cement, New England spruce and other lumber. In others 
the prices were fixed for the government and made available 
to the public in a contingent way, as, for example, in the 
case of hemlock lumber, where it was provided that any 
quantity of the commodity which, in the judgment of the 
lumber director of the War Industries Board, could be re- 
leased for the commercial market, might be sold to the 
public, subject to the maximum price fixed for the govern- 
ment. In still other cases, purchases by the allied governments, 
for example, copper and raw sugar, were included in the scope 
of price fixing for the United States Government; and in still 
others, the railways of the United States were specifically men- 
tioned, even when the price did not apply to the public. 
Prices were sometimes fixed for single branches of the govern- 
ment, as in the case of oil products for the navy and cow-hide 
splits for the quartermaster's corps of the army. Prices were 
even fixed by the United States Government to apply to pur- 
chases by the allied governments only, as was the case with 
fuel oil, gasoline and kerosene. 

The President, however, early took a firm stand for the prin- 
ciple that prices charged by producers to the public and to 
the government should be uniform, and, with the exception of 
prices on certain purchases made by government departments, 
rapid progress was made during 191 8 toward carrying out this 
policy. Thus the prices on pine, fir lumber and cement, which 
at first applied only to direct government purchases, were ex- 
tended to the public. Political motives coupled with a legitimate 
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desire to allay social unrest doubtless played a part in this 
extension. Aside from such motives, however, it proved to be 
highly important as a practical matter that prices under similar 
conditions of purchase should be the same to all. The exist- 
ence in the commercial market of prices that were higher than 
those paid for government purchases made it difficult for the 
government to secure prompt deliveries. Moreover, such a 
situation often defeated the purpose of price fixing, for the 
reason that large purchases might be made by private concerns 
which were producing more or less directly for the government. 
Naturally, it was found much simpler to fix prices for govern- 
ment purchases only ; and such a limited policy was preferred 
by several important industries, partly, no doubt, because they 
were thus enabled to reap large profits on sales in the com- 
mercial market. In cases where the price-fixing policy was 
extended to the public, it was sometimes found necessary 
to increase prices. The whole situation in this respect was 
specially complicated when the government purchases were con- 
fined to certain grades of a group of products which were pro- 
duced jointly with other grades that were purchased largely 
by the public. In such cases, the government price might be, 
and sometimes was, fixed on a relatively low level, and the price 
to the public for joint products put high enough to allow the 
producer a large profit. 

When the government took all, or almost all, of a given pro- 
duct, the price fixed was, of course, practically for the govern- 
ment only, whether it was so stated or not. But companies 
were often averse to making specially low prices to the govern- 
ment, on the ground that such prices would cause dissatisfac- 
tion in their trade. 

The period of price fixing began about the middle of 191 7, 
and came to a nearly complete standstill with the signing of the 
armistice. Among the earliest commodities to be affected by 
the price-fixing activities of the government were coal, wheat, 
lumber, sugar and canned foods. Lumber prices for the gov- 
ernment alone were fixed by arrangement with the Council of 
National Defense on June 18, 191 7, and approved by the Sec- 
retary of War; coal prices for the navy were fixed on June 19, 
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1917. The Lever Act of August 10, 1917, set a minimum 
price on the wheat crop of 191 8. Bituminous coal prices at 
the mine were fixed by executive order on August 21, 191 7. 
Nine days later came the President's announcement of a $2.20 
basic price on wheat " to be paid in government purchases." 
The price of copper was fixed in September. 

Immediately upon the signing of the armistice, the War In- 
dustries Board began to make preparations for disbanding, 
although it was arranged that the Price Fixing Committee 
should continue a rather nominal existence until March 1, 19 19. 
Relatively few prices have been fixed since November, 1918, 
although those fixed prior to that time extended well over into 
1919. Prices, as fixed, were allowed to expire in spite of the 
fact that in several important cases the representatives of the 
industry concerned asked that the existing price be continued. 
On December 11, 191 8, the War Industries Board issued a 
statement to the effect that since it would cease to func- 
tion after January 1, 1919, no new price agreements would be 
entered into by the Price Fixing Committee, and that all prices 
theretofore fixed would be allowed to expire by limitation. 
Several commodities, the costs of which had not been immedi- 
ately ascertainable, had been consumed in large quantities by 
the government at prices subject to later determination. For 
example, during the latter part of January and the early part of 
February, 1919, the Price Fixing Committee of the War Indus- 
tries Board fixed prices on common brick and on wall board. 
Inasmuch as the Food and Fuel Administrations depend for 
their powers upon the Act of August 10, which applies " during 
the war," they have continued to function down to this date 
(January 23). 

2. Agencies and Their Powers 

Of the various agencies through which prices were fixed 
the following are without doubt the more important : the Con- 
gress of the United States which by direct legislation fixed a min- 
imum price on wheat ; the President of the United States, acting 
under authority granted by Congress, who fixed prices for coal 
and wheat; the War Industries Board, created by the Presi- 



No. i] PRICE FIXING DURING THE WAR j i ! 

dent under authority from Congress, which, through its Price 
Fixing Committee, fixed numerous prices from September, 
1 91 7, through November, 191 8 ; ' the United States Food Ad- 
ministration which fixed prices of hogs, meat, flour, sugar, binder 
twine etc.; local food administrators and sub-agencies, such as 
the Sugar Equalization Board and the United States Food Ad- 
ministration Grain Corporation which fixed many prices; 
the United States Fuel Administration which fixed prices of 
coal, coke etc.; the War Trade Board which fixed prices of 
rubber, quebracho extract and manila fibre ; the Federal Trade 
Commission which fixed the price of newsprint paper; the 
Emergency Fleet Corporation of the United States Shipping 
Board which fixed the price of ship timbers and locust tree 
nails; the United States Shipping Board which fixed ocean 
freight rates; the International Nitrate Executive Committee 
which fixed the price of nitrate of soda; the Food Purchase 
Board which fixed prices on canned foods etc., for the army 
and navy; various army and navy departments which fixed 
prices of gasoline and fuel oil, zinc oxide, automatic sprinklers, 
sashes and doors, castor oil etc.; the Appraisal Boards of the 
army and navy which fixed prices in cases of dissent from 
prices named in commandeer orders; and the United States 
Railroad Administration which took steps to fix reasonable 
prices on locomotives and cars. 

The War Industries Board dealt with prices through its 
Price Fixing Committee, which consisted of a chairman, ap- 
pointed by the President, and representatives of the army, the 
navy, the Federal Trade Commission, the Department of Labor 
and the Tariff Commission. The Fuel Administrator occasion- 
ally sat with the committee as actually constituted. The Inter- 
national Nitrate Executive Committee, on which the United 
States was represented, sat in London and determined a uniform 
monthly price to be paid to importers of nitrate of soda into 
the allied nations, and a sub-committee in New York, on which 
there was a representative of the War Industries Board, super- 

l In January and February, 1919, several cases of price fixing for commodities 
bought at tentative prices were pending cost determination. 
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vised the distribution of the product within the United States. 
The Food Purchase Board was created to centralize purchasing 
for the army and the navy and consisted of representatives of 
the army, the navy, the Federal Trade Commission and the 
Food Administration. 

In addition to the foregoing agencies, it is to be noted that 
in granting licenses to use enemy-owned or controlled patents, 
the Federal Trade Commission reserved the right to fix prices 
on the articles manufactured. The Department of Agriculture 
has also functioned materially in connection with prices fixed 
for certain commodities. For example, in determining the 
basic price of hogs, the agreement was made by a committee 
composed of representatives of the Food Administration, the 
Department of Agriculture and representatives of the industry. 
The Department of Agriculture has also functioned in connec- 
tion with the sale of nitrates to the farmers, purchasing nitrate 
of soda and selling it " at cost. " 

It can hardly be said, however, that this department actually 
fixed any price. As time went on, a tendency toward greater 
uniformity and centralization of procedure developed within 
the price-fixing mechanism. This tendency is to be discerned 
in the increasing amount of work thrown upon the War Indus- 
tries Board and the Federal Trade Commission, the former 
naming a price based largely upon the cost findings of the 
latter. For example, toward the end of 191 8, the division of 
the army which dealt with aeroplanes brought before the War 
Industries Board the question of determining a price on 
mahogany for aeroplane propellers, and on birch for aero- 
plane bodies. The signing of the armistice prevented action 
by the board, except in the case of birch logs. Other illustra- 
tions of the tendency appear from the fact that the War Indus- 
tries Board fixed the price of locust tree nails for the Shipping 
Board and the rate for compressing cotton for the Railroad 
Administration. It would be incorrect, however, to give the 
impression that centralization and uniformity in price fixing be- 
came the rule ; in the writer's opinion, the tendency referred to 
was most effective when the branch of the government making 
the purchase ran into difficulties. 
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Within the War Industries Board there was what may be 
called a hierarchy in price fixing. With few exceptions, each 
case passed through a preliminary stage in the hands of the 
chief of that division of the War Industries Board which was 
concerned with the commodity in question, and he conducted 
preliminary negotiations with representatives of the industry. 
In some cases, his findings were carefully reviewed by the Price 
Fixing Committee, while in others this did not seem necessary, 
and the division chief virtually named the price. As will be 
noted, in some of the less important price-fixing arrangements, 
the Price Fixing Committee announced the price without the 
formal sanction of the President ; and in a few cases, at least, 
it delegated price fixing to a sub-committee. 

In initiating price fixing no systematic plan was followed and 
prices were at first fixed sporadically. Various governmental 
powers were resorted to and were applied by numerous agencies 
using diverse means for carrying out the decisions or agree- 
ments which they reached. In some cases, prices were fixed 
under special authority, conveyed directly by act of Congress, 
and limited by the provision of such act to specified commodi- 
ties. Thus by Section 14 of the Act of Congress of August 10, 
191 7, already referred to, the President was empowered to fix 
" a reasonable guaranteed price for wheat." Accordingly on 
August 30, the President, acting upon the recommendation of a 
committee appointed by himself, promulgated a price of $2.20 
per bushel for no. 1 northern spring wheat at Chicago. 

The same law, commonly known as the Lever Act, authorized 
and empowered the President to license importers, producers, or 
distributors of " any necessaries, in order to carry into effect any 
of the purposes of this act ; " and if he found unreasonable any 
storage charges, commissions, or profits, to revoke licenses 
and make findings as to reasonable profits etc. Section 10 of 
the act authorized him to requisition necessary foods, feeds, 
fuels and other supplies. Section 1 1 gave him power to pur- 
chase and sell at reasonable cash prices wheat, flour, meal, 
beans and potatoes. 

The power under this act ran to the President, and the Fuel 
Administrator and Food Administrator acted under " executive 
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orders." Thus an order of the Fuel Administration begins as 
follows : 

The United States Fuel Administrator, acting under authority of an 
Executive Order of the President of the United States, dated August 
23, 191 7, appointing said Administrator, and of subsequent orders, 
and in furtherance of the purposes of said orders and of the Act of 
Congress therein referred to and approved August 10, 191 7, hereby 
orders and directs. 

On the other hand, the War Industries Board acted under 
less specific authority proceeding from the general war powers 
of the President. Thus, the prices fixed on steel, copper, 
lumber, and other commodities by the Price Fixing Committee 
of the War Industries Board were in theory approved by the 
President before being publicly announced. In some cases, 
however, such as retail lumber prices in certain eastern cities, 
the prices were announced without formal approval by the 
President. 

The means of enforcing prices when " fixed," whether de- 
termined by the price-fixing agencies or reached by agreement 
with the producers, were various, ranging from appeals to 
the patriotism of the trade to commandeering orders. In most 
cases, there was in the background the possibility of the 
government's taking over the industry ; and in not a few, the 
army or navy commandeered plants or stocks of merchan- 
dise. In such cases, a price was named which was subject 
to adjudication, first by the Board of Appraisers and then, 
upon appeal, by the courts. On December 24, 19 17, all wood 
chemicals (acetic acid, alcohol etc.) were commandeered for a 
period of six months and later the commandeering order was 
extended to cover the second half of 19 18. In connection with 
this extension, the following notice was given : " The same 
prices as above are awarded by the Board of Appraisers, but 
dissent has been made by several of the manufacturers, and an 
investigation is now being made by the Federal Trade Commis- 
sion as to the advisability of changing this award." In this 
case, therefore, the prices of commandeered articles, after being 
approved by the Board of Appraisers, were made tentative, sub- 
ject to adjustment on the basis of subsequent cost findings. 
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Apart from purchases on army or navy account, however, 
price fixing was effected chiefly by " licenses " and control of 
" priorities." The Food Administration and the Fuel Adminis- 
tration, under the Act of August 10, 191 7, put in force extensive 
systems of licensing, under which unlicensed producers and dis- 
tributors were not allowed to engage in business, and licenses 
were revoked, if the regulations of the administrations were 
disobeyed. The War Trade Board also licensed importers of 
certain articles on condition that the prices which it fixed should 
be observed. 

The administration of priorities proved to be a major element 
in the price -fixing program, and involved so many important 
questions that it would take an article of the length of the 
present paper to do the subject justice. Toward the end of 
1917, a priorities division was established within the War In- 
dustries Board and a priorities commissioner placed at its head. 
Representatives of the Fuel Administration, the Railroad Ad- 
ministration and the United States Shipping Board were placed 
upon the committee. The War Trade Board, the Food Admin- 
istration, and the army and navy were also represented. The 
Price Fixing Committee of the War Industries Board and the 
Priorities Committee worked in harmony. This was of the ut- 
most importance, as it made possible a substantial degree of 
unity of policy among the different government purchasing de- 
partments ; and through the power of the Priorities Committee 
over fuel and transportation pressure could be brought to bear 
upon a recalcitrant business concern for the purpose of com- 
pelling it to adhere to fixed prices. The Priorities Committee 
undertook whenever necessary to administer priorities in the pro- 
duction of all raw materials and finished products, save food, 
feeds and fuels. The distribution of fuel was, of course, under 
the supervision of the Fuel Administrator, and transportation 
service under the United States Railroad Administration, but 
the Fuel and Railroad Administrators were guided largely by 
the " preference list " issued by the Priorities Committee and 
by the recommendations of the division chiefs of the War In- 
dustries Board, and on the whole came to work in close relation 
to the general policy for which the committee stood. To sum 
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up, the Priorities Committee exercised a general function of 
adjusting production to the needs of the nation at war by allo- 
cating the limited supplies of fuel and basic raw materials, and 
its powers were sometimes used as a club to reinforce the 
authority of the Price Fixing Committee in particular cases. 

This phase of the matter is so important that a concrete illus- 
tration is worth while. During 191 8, it was decided that the 
production of the cement industry should be reduced and the 
amount of the reduction was placed at 25 per cent of the aver- 
age shipments for the three preceding years. The Director of 
the Building Materials Division of the War Industries Board was 
the person immediately responsible for making these arrange- 
ments. On his approval the Fuel Administration applied the 
cut by limiting the quantity of fuel. As coal is an unusually 
large factor in the manufacture of cement, this was very effect- 
ive. It should be noted that the Fuel Administration in such 
cases had nothing to do with deciding as to the priority, but 
that the matter rested with the War Industries Board. 

The Army and Navy Appraisal Boards were called in to pass 
on prices in the case of commandeer orders issued for the re- 
quirements of those departments. When a commandeer order 
was to be issued, the practice developed of having the chief in 
charge of that division of the War Industries Board which dealt 
with that commodity approve the order in which the price was 
named. If, as was frequently the case, the companies produ- 
cing the commodity were not satisfied with the price, the matter 
was brought before the Appraisal Board and a hearing was 
given. At this hearing, the representative of the War Industries 
Board testified, and, in some cases, costs secured by the Federal 
Trade Commission were presented in evidence. Appeal might 
be taken from the Appraisal Board to a superior board, and 
thence to the courts. 

It is important to observe that members of both the Army 
and Navy Appraisal Boards sat on the Price Fixing Committee 
of the War Industries Board. To put the matter in another 
way, those members of the Price Fixing Committee who repre- 
sented the army and navy were also members of the appraisal 
boards of these two departments. 
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It is apparent, therefore, that as finally worked out, the price- 
fixing machinery of the various government departments was 
nicely coordinated through a system of interlocking representa- 
tion on the Price Fixing Committee, the Appraisal Boards and 
the Priorities Committee. Furthermore, the Fuel and Railroad 
Administrations were included in the community of interest. 

Both by the War Industries Board and by other agencies, 
price fixing was often conducted under the guise of voluntary 
agreement. In the case of munition linters, the price-fixing 
announcement even goes so far as to say : 

It must be understood that the prices named are not obligatory or 
by authority of the War Industries Board, but are, in the opinion of 
the representatives of the United States Bureau of Markets and the 
Cotton and Cotton Producing Section of the War Industries Board act- 
ing as a Committee, fair and just prices that should be paid. 

The announcement goes on to state, however, that in the event 
of failure to agree, the Ordnance Department may commandeer 
the linters, thus giving to the owners the opportunity to estab- 
lish the actual value. 

In some instances the government enjoyed a buyer's monop- 
oly. When such was the case it could fix the price at any point 
which, in the producer's mind, would be high enough to be 
better than no price. 

It goes without saying that no discussion of the power to fix 
prices would be complete without a reference to the part played 
by patriotism. While there can be no doubt that in the minds 
of business men in general, profits stimulated patriotism, yet a 
feeling of loyalty to the nation, or some substitute therefor, made 
possible much that would be difficult or impossible in times of 
peace. Publicity was made more effective ; and not infrequently 
complaints and information came to the War Industries Board 
and other branches of government from patriotic third parties. 
The patriotism of possible purchasers helped to defeat the 
activities of such producers as were willing to sell their products 
to commercial buyers at higher prices than those fixed. Patriot- 
ism also secured a cooperation and service on the part of the 
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various industries that were essential to the success of the price- 
fixing program. 

As already indicated, the progressive unification of govern- 
ment activities which took place during the war contributed to 
the effectiveness of the program. In the earlier days of the war, 
when the army and navy, the Shipping Board and other depart- 
ments and agencies were bidding against one another on the 
markets, it was extremely difficult to secure price-fixing results. 

Much might be written concerning the different degrees of 
compulsion that were used in connection with the different agen- 
cies and their powers. Suffice it to say that the compulsion 
used ranged all the way from actual commandeer orders through 
the revocation of licenses by Fuel and Food Administrations 
down to a bare and sometimes informal sanction of agreements 
entered into voluntarily between private parties. 

3. Methods 

In the United States there was little background or precedent 
for a program of price fixing. The Navy Department had a 
notably efficient organization for purchasing what it required at 
reasonable prices, and the army had a similar organization. 
But to deal with the broader problems involved in regulating 
prices to the public and to the government as a whole, there 
was no established political machinery or policy. As the scope 
of price fixing was extended, the methods were naturally some- 
what improved ; but it is unfortunate that there were not defi- 
nitely formulated at the outset some general principles which 
could have been consistently applied by such agencies as the War 
Industries Board. As usual in this country, we went ahead in a 
hand-to-mouth fashion, building up precedents as we went. On 
the whole, it may be said that no definite policy was ever 
established with regard to the essential bases of price fixing. 

Various methods were tried. In the first place, prices were 
fixed both directly and indirectly. As a rule, each commodity, 
the price of which it was desired to fix, was taken up directly 
and a specific price made for its purchase ; but in some cases 
reliance was placed upon indirect control of the price of one 
commodity through direct control of the price of another. For 
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example, the cases of glycerine and zinc spelter may be cited. 
The price of dynamite glycerine was specifically fixed, and in 
connection therewith it was recognized that the price of crude 
glycerine would be controlled. " It is assumed," runs the order 
which fixed the price of the former, " that the price of crude 
glycerine may be stabilized by market conditions to a basis con- 
forming to the prices specified for dynamite glycerine." In con- 
nection with the price of grade " A " zinc which was specifically 
fixed, it was known that the price of common spelter would be 
held below a certain maximum. Since purchasers prefer high- 
grade spelter, they would have demanded it, had the price of 
common spelter advanced to a point near the price of grade 
" A ". The cost of redistilling common spelter for the purpose 
of producing grade " A " zinc was approximately three cents 
per pound. The producers preferred to sell common spelter at 
about nine cents per pound when the price of grade " A " zinc 
was fixed at twelve cents per pound. As the demand for high- 
grade zinc was great and the demand for common spelter was 
comparatively small, the producers of spelter were induced to 
redistill as much as possible. 

In discussing the subject of indirect price fixing it should be 
remarked that the Administration hoped that by fixing the 
prices of such commodities as coal, iron, copper and lumber the 
whole price structure would be affected. While it is probable 
that a considerable part of the reduction in the price of such 
materials went to increase the profits of those engaged in later 
stages of production and in the distribution of finished products, 
nevertheless, it is undoubtedly true that to some extent these 
hopes were realized. Who can say what the prices of many 
finished commodities entering into the daily consumption of the 
average man would have been, if the prices of coal and iron 
had not been held in check? And is it not probable that if the 
prices of hides and leather and cotton had been effectively fixed 
in 1 91 7, the prices paid by the consumers for shoes and shirts 
would have remained at more reasonable levels? 

A most interesting and important phase of the government's 
indirect price-fixing activities lies in the attempts made to re- 
strain or maintain prices by controlling demand. It is to be 
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hoped that a special study will be made of these attempts. The 
efforts to reduce the consumption of tin, platinum, coal, sugar, 
wheat and meat were notable. These efforts culminated in 
rationing (sugar) and the requirement of purchases of substi- 
tutes (wheat). The restriction of demand was supplemented 
by steps to prevent waste and to improve methods of produc- 
tion, e. g., cleaner threshing of wheat. Most of these " con- 
servation" measures are to be approved without reserve. 

Closely connected with the conservation phase as seen in con- 
trol of demand, rationing etc., were " stabilization " and pooling. 
But pooling, while partly used to facilitate rationing (as in 
the case of sugar), may also be used to keep prices up, either 
locally or throughout the entire market. In at least three 
cases, wheat, sugar and tin, the government entered upon 
a pooling program for the purpose of stabilizing prices. 
Stabilization is a term which implies mixed motives, a con- 
siderable part of the object commonly being to maintain or 
keep up prices, — at least in a part of the field. This was 
the case with the Sugar Equalization Board and the tin 
pool, to say nothing of the government's grain corporation. 
It is doubtful, however, if government monopoly of supply 
has proved desirable. 

The degree of precision with which prices were fixed varied 
widely from commodity to commodity, ranging from a loosely 
determined maximum price to a careful determination of the 
definite price to be charged for a particular commodity on a 
particular purchase. As a rule, only maximum prices were 
fixed, although in a majority of cases the price named as 
a maximum was the one which actually prevailed. This 
apparently was not infrequently taken for granted by the price- 
fixing agency ; and it was not until the price-fixing program 
had been considerably developed that the significance of the 
word " maximum " came to be realized. This was natural 
during a period of rapidly advancing costs, especially in 
view of the fact that the price was ordinarily fixed on the 
basis of costs ascertained for a period that had already ex- 
pired. In important cases, however, the actual market price 
fell below the maximum named by the government. This 



No. i] PRICE FIXING DURING THE WAR I2 i 

was true of zinc plates and sheets and certain kinds of 
lumber. Also in the case of rubber, a price was named by the 
War Trade Board as a maximum, which was considerably higher 
than the market price. These cases are all easily explained. 
The raw material for zinc sheets probably existed in over supply 
and was abundant and cheap ; the lumber-production capacity 
was in excess of demand, and in particular cases competition of 
cheaper lumber prevented other kinds from getting a price 
which was equal to the cost of production. In fixing the price 
of rubber, the War Trade Board had in mind merely a general 
limit upon the possible effects of speculation and hoarding on 
the future market, while the large production by rubber planta- 
tions and competition kept prices down. Toward the end of 
the war a number of commodities fell somewhat below the ex- 
isting maximum price. 

As already noted, a minimum price was fixed for wheat, the 
reason being that it was desired to guarantee the market in this 
case and thus encourage production. The price of hogs was 
also fixed on a positive minimum basis after the attempt to 
maintain the price on the basis of a fixed ratio to corn had 
failed. Wheat also furnishes a case in which both a maximum 
and a minimum price were specifically fixed." 

The fixing of the exact price which it was intended should 
prevail in the market was ordinarily resorted to in the case of 
purchases by departments of the government. These included 
a considerable part of those commodities which may be classed 
as munitions of war, such as nickel, quicksilver and castor 
beans, the last needed for the manufacture of castor oil to be 
used as an aeroplane-motor lubricant. 

The extent of the producing territory covered by a fixed 
price is a matter of some importance in a discussion of the pre- 
cision of price fixing. When the price of a widely produced 
commodity was fixed for the whole country, wide differentials 
of profit were the result; when the country was divided into 
districts or territories, for each of which a different price was 
fixed, the price could be made to conform more closely to the 

1 See above, pp. no, 113. 
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different costs which naturally prevail in different parts of the 
country. This distinction is well illustrated by the problems 
which the Fuel Administration met in fixing the price of coal. 
Much of the criticism of the early price fixing for this com- 
modity arose out of the attempt to apply a single price over 
large areas within which the costs of production varied widely ; 
and as the cost findings of the Federal Trade Commission be- 
came more numerous and detailed, prices were fixed on a finer 
and fairer scale. 

In fixing the price of a number of commodities, such as 
lumber and leather, it is practically necessary first to fix an 
average base price on the material from which several grades 
of product are secured. This is one of the difficulties attending 
the control of prices of commodities which are produced under 
the condition which economists call " joint cost." Clearly when 
the Price Fixing Committee merely determined that a fair, 
maximum, average price for mill-run lumber was $28.00 per 
thousand board feet, the price to be charged for " B and better" 
flooring, or No. 3 common boards, remained indefinite and un- 
certain. Moreover, the percentage of the different grades of 
lumber secured from the log differs among the different saw- 
mills, so that even though the base price might be satisfactorily 
allocated among the several grades, hardly any two mills would 
secure the same average result. 

Finally, no discussion of the degree of precision attempted 
in fixing prices would be complete without reference to the 
method of fixing the margins of producers' profits, which was 
so much in use by the Food Administration. Obviously a re- 
sult similar to that obtained by naming a price may be gained 
by limiting profits. Thus, an effort was made to restrict the 
profits of the meat packers to 2 % per cent on sales, and in the 
case of the five largest packers a maximum margin on meat of 
9 per cent on investment was named. The flour millers also 
were limited to a profit of 25 cents per barrel. Dealers in 
cottonseed and peanuts, both ginners and others, were limited, 
beginning with July 1, 191 8, to a margin of $3.00 over cost 
(not replacement value). This method was also largely used 
by the Fuel Administration in an attempt to regulate the price 
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of coal to consumers, and in this connection the rather elaborate 
regulation of the margins to be made by the lake forwarders is 
noteworthy. The margins effective June 1, 1918, ran from 20 
to 95 cents per ton according to the nature of the transaction. 
In a considerable number of cases the rates of commission or 
margins of profit were imposed not only on dealers in coal, 
meat and flour, but also on those in newsprint paper, retail 
lumber and other commodities. In addition to all this there was 
the attempt to fix retail prices directly by publishing fair prices, 
as was done by the Food Administration in the case of groceries. 

When the cost to a dealer of a commodity is definitely 
fixed, and the dealer's margin is definitely limited to a certain 
amount per unit of product, the resulting price may be said to 
be fixed with a considerable degree of precision; but when 
the base price is not definite, or when the amount of margin 
is expressed in terms of a percentage on investment, sales, 
price or cost, the resulting price cannot be said to be precisely 
fixed. A margin fixed as a percentage on cost is a more 
definite sum than one fixed as a percentage on sales or on in- 
vestment. Indeed, there is an element of circuity when the 
selling price is made the basis, as the higher the price, the 
larger is the absolute amount of the margin required to return 
any given percentage on sales. Apparently the fixing of 
margins, which was prevalent in attempting to control the prices 
charged by middlemen and dealers, generally resulted from a 
desire to extend price control more directly to the " public ; " 
that is, the f. o. b. mill prices of basic commodities having been 
regulated, it became necessary to regulate the margins which 
the middleman might add to the manufacturer's prices. How- 
ever, as will be observed at another point in these articles, the 
various attempts of the Food Administration to limit profits 
cannot be said to have been thoroughly effective. 

Price fixing in the way of restrictions on margins passed 
into the realm of hopes and aspirations in such cases as the 
earlier regulation of the lake forwarders by the Fuel Ad- 
ministration, and the cotton ginners by the Food Admin- 
istration, for in these cases the producers were merely 
urged to charge " reasonable " prices. Much the same may 
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be said of the somewhat tentative moves made by the Oil 
Division of the Fuel Administration toward fixing the price 
of petroleum and its products. In July, 191 8, the Oil Di- 
rector made some proposals with regard to fixing the differ- 
ential between the prices of crude and those of refined pro- 
ducts ; and about the middle of August he announced a plan 
to stabilize the price of crude oil, stating his belief that this 
would prevent radical changes in the price of refined products. 
It does not appear, however, that the plan had any appreciable 
affect upon prices. 

It seems fair to conclude that, from the foregoing point of 
view, there were three chief types of price fixing : ( 1 ) maximum 
prices, in the case of basic staples which have wide public in- 
terest,— often recognized as " pegged " prices when any scarcity 
or rapidly advancing cost exists; (2) definite prices, (a) to 
encourage production by guaranteeing returns, (b) govern- 
ment purchases (direct or indirect) in the nature of single 
transactions; (3) margins, (a) absolute amount per unit, 
(b) percentage on sales, cost, or investment, this method being 
used when it was desired to cover the distribution of products, 
the marketing of which was not integrated with manufacture. 
The minimum price, strictly speaking, was the exception, but is 
logically associated with the definite price which is both maxi- 
mum and minimum. 

Another distinction of some importance with regard to the 
method of fixing prices involves the point at which the price 
named was to apply. Some prices were made on an f. o. b. fac- 
tory basis, while others were on a delivered basis. In this re- 
spect the practice prevailing in the industry was partly followed. 
The tendency, however, was to fix prices on an f. o. b. factory 
or mill basis, a natural tendency when the price is based on cost. 
In a majority of cases, prices came to be made f. o. b. the pro- 
ducer's plant. 

In many cases, however, it was common to quote prices f. o. b. 
some market basing point. This was notably the case with 
such products as copper, which was always quoted f. o. b. New 
York, although the metal was secured from mines in Michigan, 
Montana and Arizona, and refined at various seaboard points. 
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The price of " packer " hides when fixed was " based on Chicago 
freight," which meant that three-fourths of a cent per pound 
was to be deducted from the price made by the Pacific Coast 
producers, and that in shipments from other states, the price 
was not to exceed the price on Chicago shipments. Further, 
the price of North Carolina pine was fixed on the basis of de- 
liveries to Virginia " gateways. " 

In the case of commodities for which there were several com- 
peting producing areas, there was often a tendency to quote 
prices on a delivered basis. Prices delivered were fixed on 
New England spruce, Pennsylvania hemlock, cement, hollow 
building tile, iron and steel scrap, and oil products for the navy. 
The situation in the case of hollow building tile will furnish 
some explanation of this tendency. The chief producing 
area for this commodity is centered in Ohio, while there are 
other producing territories in the south, in New Jersey and 
elsewhere. In order to stabilize market conditions and to 
divide the market, the representatives of the industry desired 
to fix prices on a delivered basis. In this way, by fixing a de- 
livered price sufficiently low, they would prevent the low-cost 
producers in Ohio from coming too far east with their product ; 
while, if the price were fixed f. o. b. the plant, there would be no 
limit to the area which might be covered by the low-cost pro- 
ducer, except cost of freight and desire for profit. The pro- 
ducers of yellow pine lumber also objected strongly to fixing 
prices on an f. o. b. mill basis, their motive being to preserve the 
status quo in the distribution of territory among the southern 
pine producers, and between such producers and the west coast 
lumbermen. They argued that an average base price on mill- 
run lumber would be affected by changing the market areas ; 
that delivered prices were the custom of the trade ; that the 
weight of lumber, and consequently the freight rate, was uncer- 
tain, (the amount of moisture being affected by seasonal condi- 
tions) ; and that the disturbances in producing areas which 
would result, would be a public disadvantage. Nevertheless, 
the tendency was away from the delivered basis, as is illustrated 
by the fact that southern pine lumber prices were made f. o. b. 
mill ; and that in the case of hemlock lumber, the system of 
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delivered prices was discontinued in May, 191 8, and f. o. b. mill 
prices were substituted therefor. 

Had the war continued much longer, there can be little doubt 
that adjustments in railway rates would have become a part of 
the price-fixing program, — just as rates on government railways 
have in several countries been a part of the system of protection. 
Special railway service was given in a number of instances as a 
direct part of price fixing, as, for example, the arrangements 
made to furnish transportation to the Douglas fir lumber mills 
for the purpose of relieving them of accumulations of low-grade 
lumber. In the case of price fixing on manganese ore produced 
in the United States, an integral part of the scheme was the 
announcement of special railway rates applying to such ores. 

Prices were fixed for various periods of time, but in general 
it may be said that on account of changing conditions the 
periods were short. Perhaps the period most frequently chosen 
as the one during which the price was to apply was three 
months. A much shorter period would have created too much 
risk and uncertainty in marketing, to say nothing of the strain 
upon the price-fixing machinery ; while a longer period was not, 
as a rule, desired by the representatives of the industries, espe- 
cially during a period of increasing costs. Various special excep- 
tions might be cited, such as the case of wheat, in which the 
price was fixed for the crop of a given season. The prices of 
meat and coal were fixed for indefinite periods, and the same 
was true of manganese ore. The price-fixing announcement 
with regard to New England spruce stated that the price was 
to remain in effect till July 1, 191 8, or such prior time as the 
Federal Trade Commission might report concerning costs. 

In numerous cases the price was left open, pending some 
form of determination after the delivery of the commodity. 
Thus, canned salmon bought by the Subsistence Division of the 
Army was partly paid for by " advances," pending the determi- 
nation of the cost of production by the Federal Trade Commis- 
sion. Considerable quantities of wall board and common brick 
were delivered for use in government construction during 191 8, 
although the prices were not determined until January and 

February, 1919. 
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